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1 . IN VIEW OF RECENT US-CHINESE EXCHANGES ON THE CLAIMS/ 

ASSETS ISSUE AND THE SECRETARY’S FEBRUARY 1 1 INTERVIEW WITH 
THE NEW YORK TIMES IT SEEMS TO ME THAT THERE SHOULD BE SOME 
KIND OF USG FOLLOW-UP WITH THE CHINESE - AT LEAST SOME 
"DELICATE PROBING". 

2. WE ARE PREPARED TO UNDERTAKE SUCH PROBING HERE AFTER DEPT 
COMPLETES REVIEW OF USG POSITION. 

ONE REASON FORCOMPLETING THIS REVIEW FIRST IS, OBVIOUSLY, THAT 
US PROBE COULD MEET IMMEDIATELY WITH A CHINESE COUNTER-QUESTION AS 
TO WHETHER WE ARE PREPARED TO CONSIDER MODIFYING THE TERMS WE 
PROPOSED IN OCTOBER 1975, AND THE PROBER SHOULD BE IN A POSITION 
TO ANSWER PROMPTLY. IF WE ARE NOT PREPARED TO REDUCE OUR PREVIOUS 
MINIMUM REQUIREMENTS, IT IS BETTER THAT THE CHINESE, WITH THEIR 
OWN PROPENSITY FOR TAKE-IT-OR-LEAVE-IT NEGOTIATING TACTICS, 
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KNOW THIS FROM THE OUTSET. 

3. WHAT ARE THE PROSPECTS FOR CHINESE FLEXIBILITY? NO 
RECENT CHINESE STATEMENT KNOW TO ME NECESSARILY POINTS TO 
A CHANGE, NOT EVEN A REMARK TO ME BY THE FOREIGN TRADE 
MINISTER ON FEBRUARY 7 THAT A SETTLEMENT COULD BE REACHED 
EASILY EVEN BEFORE I LEFT PEKING. HOWEVER, EVEN IF THE 
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CHINESE HAD NOT MEANT TO SIGNAL ANY CHANGE WHEN TALKING WITH 
ROCKEFELLER, THEY MUST BE IMPRESSED BY TTQ HIGH-LEVEL AND PUBLIC 
USG REACTION. AS ONE CHINESE RECENTLY OBSERVED, CLAIMS/ASSETS "IS 
NOT A BIG MATTER." THEY HAVE EARLIER TREATED THEIR AGREEMENT IN 
PRINCIPLE TO SETTLE AS A POLITICAL DECISION, BUT THE PRESENT 
LEADERSHIP WOULD PERHAPS GIVE GREATER POLICY WEIGHT 
TO THE ECONOMIC BENEFITS TO CHINA - ESPECIALLY IN THAT A CLAIMS/ 

ASSETS SETTLEMENT IS PROBABLY A NECESSARY STEP TO GAINING MFN STATUS. 
WE CANNOT RULE OUT THE POSSIBILITY THAT WITH THE FALL OF THE 
"GANG OF FOUR" THERE HAS BEEN A REAL TRANSFORMATION IN THE CHINESE 
ATTITUDE. RIGHT AFTER THE REMARK TO ME CITED ABOVE, THE FOREIGN TRADE 
MINISTER ADDED THAT "MANY OTHER ISSUES" COULD BE SETTLED PRIOR TO 
NORMALIZATION. THOUGH WITHOUT STATING A CONNECTION, THE MINISTER 
THEN WENT ON TO TALK ABOUT MFN TREATMENT FOR CHINESE EXPORTS. THE 
MINISTER OF COURSE ALSO TOOK THE STANDARD LINE THAT THE NEXT MOVE 
WAS UP TO THE U.S. 

4. BUT AGAIN WE CANNOT BE CONFIDENT OF CHINESE FLEXIBILITY ON A 
CLAIMS/ASSETS SETTLEMENT. AND THERE IS OBVIOUSLY ALSO SOME DANGER 
THE CHINESE MAY ANTICIPATE THAT THE NEW US ADMINISTRATION, FOR THE 
SAKE OF SHOWING FORWARD MOTION, WILL COME AROUND TO THE CHINESE 
TERMS FOR A SETTLEMENT THAT THE PREVIOUS ADMINISTRATION 
REJECTED. 

5. THE MAIN THING WE MAY - REPEAT MAY - HAVE GOING FOR US NOW IS 

THE PATRONAGE OF CHOU EN-LAI FOR THE ORIGINAL AGREEMENT IN PRINCIPLE, 
PLUS THE FACT THAT IT WAS CHOU HIMSELF WHO OFFERED IN NOVEMBER 1973 
TO PAY THE USG $17 MILLION IN LIEU OF FUNDS THE CHINESE HAD PULLED 
OUT OF BLOCKED ACCOUNTS IN FOREIGN BANKS. WHILE THE CHINESE 
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SUBSEQUENTLY WITHDREW THIS OFFER (IN JUNE 1974 WHEN THE "GANG OF FOUR" 

WAS RIDING HIGH), TO MY KNOWLEDGE THE USG HAD NO FURTHER EXCHANGES 
WITH CHOU HIMSELF ON CLAIMS/ASSETS AFTER NOVEMBER 1973. IT MAY BE 
IMPORTANT THAT IN REGARD TO CLAIMS/ASSETS FOREIGN MINISTER HUANG ON 
JANUARY 14 (PEKING 1 12) RECALLED ONLY THE 1973 CHOU-KISSINGER TALKS 
AND NO OTHERS. 

6. APART FROM THE $17 MILLION, THE OTHER KEY PROBLEM IS OUR LEGAL 
REQUIREMENT FOR LANGUAGE IN THE SETTLEMENT MAKING CLEAR THE SCOPE 
OF THE TERM "PRC NATIONALS". ONE OF THE PAPERS THE CHINESE TABLED 

IN NOVEMBER 1973, A VAGUE "EXPLANATION" OF THE 

"SCOPE OF THE CHINESE ASSETS RELATING TO THE PROPOSED ASSIGNMENT" 
APPEARS TO COME PART WAY TOWARD MEETING OUR NEED, AND 
MIGHT BE WORTH RECONSIDERING AS A BASIS FOR NEGOTIATION. 

7. DEPT MAY WISH TO PASS TO AMCONGEN HONG KONG. 

GATES 
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